UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC 20436

MEMORANDUM TO THE COMMITTEE ON WAY S AND MEANS OF THE UNITED STATES
HOUSE OF REPRESENTATIVES ON PROPOSED TARIFF LEGISLATION *

[Date approved: March 4, 2002)?

Bill No.: H.R.796; 107*" Congress

Introduced by: Mr. RANGEL (for himself, Mr. JEFFERSON, Mr. NEAL of Massachusetts, and Mr.
RAMSTAD)

Similar and/or relatec? bills: S. 401; 107" Congress

Summary of the bill:*

The bill would amend the Harmonized Tariff Schedule of the United States® and make other changes to
United States laws to permit normal trade relations with Cuba

Effective date: The 15th day after the date of enactment.
Through: Permanent provision.

Retroactive effect: None.

[The remainder of this memorandumis organized in five parts. (1) information about the bill’s
proponent(s) and the product which is the subject of this bill; (2) information about the bill’s
revenue effect; (3) contacts by Commission staff during preparation of this memorandum; (4)
information about the domestic industry (if any); and (5) technical comments.]

! International trade analysts: Jonathan Coleman (202-205-3465) and Devry Boughner (202-205-3313); attorney: Jan Summers
(202-205-2605).

2 Access to an electronic copy of this memorandum is available at http://www.usitc.gov/billrpts.htm Accessto a paper copy is
available at the Commission’s Law Library (202-205-3287) or at the Commission’s Main Library (202-205-2630).

3 “Similar hills” are billsin the other House, in the current Congress, which address, at least in part, the substance of this bill.
“Related hills’ are billsin the same House, in the current Congress, but which are either earlier (or later) in time than the hill
which is the subject of this memorandum.

4 The product nomenclatureis as set forth in the bill. See technical comments for suggested changes (if any).

5 See appendix A for definitions of tariff and trade agreement terms.




— THE PROPONENT AND THE IMPORTED PRODUCT —

The proponent firm/or ganization(s)

Response
received?

Name of firm Location contacted (city/state) | Date contacted (Yes/No)®

Not applicable’

Does the proponent plan any further processing or handling® of the subject product after

importation to its facilities in the United Sates (Y/N):

If “ Yes,” provide location of this facility if different from above (city/state):

If “No,” provide location of proponent’s headquarters or other principal facility if

different from above (city/state): n/a

Theimported product

Description and uses

Country(s) of origin

The proposed measure would affect all imported goods covered by the tariff
schedule. These goods would become dligible for genera duty rates
(otherwise known as normal trade relations duty rates) instead of column 2
duty rates, which are generally much higher and in most cases reflect the
levels enacted in the Tariff Act of 1930. Extension of specid duty treatment
under U.S. trade preference programs would be separately considered and
provided if desired.

The primary provision of existing law that would be repealed upon enactment
of thishill is section 401 of the Tariff Classification Act of 1962 (Public Law
87-456). This measure declared Cuba to be a nation “dominated or controlled
by the foreign government or foreign organization controlling the world
Communist movement” for purposes of section 5 of the Trade Agreements
Extension Act of 1951, as amended, and thus denied Cuba’ s exports the
benefits of U.S. trade concessions. The latter included the tariff preferences
provided for in the treaty of December 11, 1902, following the Spanish-
American War.

Cuba

6 Non-confidential written responses received prior to approval of this report by the Commission, if any, will be included in

appendix C.

" The bill’ s opening section contains a number of Congressional findings justifying the proposed changesin U.S. laws.
8 The phrase “further processing or handling” can include repackaging, storage or warehousing for resale, etc.
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Theimported product

Reference is made to the Commission’s report in its investigation No. 332-
413, The Economic Impact of U.S. Sanctions with Respect to Cuba
(USITC Pub. No. 3398 (Feb. 2001, available at the Commission’s site on the
Internet (wwwi,usitc.gov), which was requested by the Committee on Ways
and Means of the House of Representatives). The report includes a
discussion of the history of U.S. economic sanctions, Cuba's trade with the
world, and potentia trade flows in the event sanctions were removed. Based
upon average 1996-1998 trade data, the Commission estimated that U.S.
imports from Cuba in the absence of sanctions (excluding sugar) would have
ranged from agpproximately $69 to $146 million, or less than 0.5 percent of
total U.S. imports. Significant import items listed in the report were cigars,
cement, distilled spirits, citrus fruit and seafood. Sugar was excluded due to
the U.S. regulatory regime now in place following the Uruguay Round of
multilateral trade negotiations. Among factors noted in the report as potential
limitations on Cuban exports are productive capacity, foreign exchange
congtraints, and the existing investment regime.

— EFFECT ON CUSTOMS REVENUE —

[Note: Thissection isdivided in two parts. The first table addresses the effect on customs revenue
based on the duty rate for the HTS number set out in the bill. The second table addresses the effect
on customs revenue based on the duty rate for the HTS number recommended by the Commission (if
a different number has been recommended). Five-year estimates are given based on Congressional
Budget Office “ scoring” guidelines. If the indicated duty rate is subject to “ staging” during the
duty suspension period, the rate for each period is stated separately.]

Because of the long-standing embargo on trade with Cuba, and because al imported goods covered by
the tariff schedule would be affected, it is difficult to estimate a revenue effect from this proposal. While
in theory there would be a revenue decrease resulting from the elimination of column 2 duty status, the bill
would actualy result in the restoration of trade at general rates of duty—an effective increase in revenues
for the Treasury, because duties were not collected during the embargo period—but not in any changesin
existing genera duty rates. As noted above, the bill would not result in the extension of special tariff rates.



9 The HTS number isas set forth in the bill. See technical comments for suggested changes (if any).
10 See appendix B for column 1-specia and column 2 duty rates.
11 AVE isad valorem equivalent expressed as percent. Staged rates may be found at: http://dataweb.usitc.gov

-

2 If adifferent HTS number is recommended, see technical comments.
13 Non-confidential written responses received prior to approval of this report by the Commission, if any, will be included in

HTS number used in the bill: n/a®
2002 2003 2004 2005 2006
General rate of
duty’® (AVE)!
Estimated value
dutiable imports
Customs
revenue loss
HTSnumber recommended by the Commission: n/a *2
2002 2003 2004 2005 2006
General rate of
duty (AVE)
Estimated value
dutiable imports
Customs
revenue loss
— CONTACTSWITH OTHER FIRMS/ORGANIZATIONS —
Contacts with firms or organizationsother than the proponents
Response
received?
Name of firm L ocation contacted Date contacted | (Yes/No)*3
(city/state)
Not applicable!*

appendix D. Only statements submitted in connection with this bill will be included in the appendix.

14 See attached copy of the executive summary from the Commission’sreport in inv. No. 332-413, “ The Economic Impact of

U.S. Sanctions with Respect to Cuba’ immediately after this memorandum.
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—THE DOMESTIC INDUSTRY —

[Note: This section is divided in two parts. Thefirst part lists non-confidential written submissions
received by the Commission which assert that the imported product itself is produced in the United
Sates and freely offered for sale under standard commercial terms. The second part lists non-
confidential written submissions received by the Commission which assert either that (1) the
imported product will be produced in the United States in the future; or (2) another product which
may compete with the imported product is (or will be) produced in the United Sates and freely
offered for sale under standard commercial terms. All submissions received by the Commission in
connection with this bill prior to approval of the report will be included in appendix D. The
Commission cannot, in the context of this memorandum, make any statement concerning the validity
of these claims.]

Statements concerning current U.S. production

Location of U.S. Date
Name of product Name of firm production facility received

Not applicable.

Statements concerning “future” or “competitive” U.S. production

Location of U.S. Date
Name of product Name of firm production facility received

Not applicable.

—TECHNICAL COMMENTS —
[ The Commission notes that references to HTS numbers in temporary duty suspensions (i.e.,
proposed amendments to subchapter Il of chapter 99 of the HTS) should be limited to eight digits.
Ten-digit numbers are established by the Committee for Satistical Annotation of Tariff Schedules
pursuant to 19 U.S.C. 1484(f) and are not generally referenced in statutory enactments.]
Recommended changes to the nomenclature in the bill:
None.

Recommended changes to any CAS numbers in the bill (if given):

Not applicable.



Recommended changes to any Color Index namesin the bill (if given):
Not applicable.

Basis for recommended changes to the HTS number used in the bill:*
Not gpplicable.

Other technical comments (if any):

We note that, in relation to the treaty status of the existing U.S. embargo, Article XXI of the Genera
Agreement on Tariffs and Trade (GATT) alows derogations from otherwise applicable obligations on the
basis of nationa security considerations. This Article is mentioned in section 2(b) of the bill, which states
that after enactment of the bill the President would no longer be required to invoke this provision to justify
an embargo of trade from a GATT/WTO member but would retain his full authority to do so in future.
The Article appears in the GATT 1947, and does not appear to have been amended in the package of
agreements adopted in 1994 as a result of the Uruguay Round of multilateral trade negotiations. Whether
the appropriate reference in this bill would beto GATT 1947 or to GATT 1994, however, is a matter on
which the Commission would defer to officials of the Department of State and/or of the United States
Trade Representative.

We would aso note that the bill would not only be directing a termination of the existing embargo but also
ending permanently the application of title IV of the Trade Act of 1974, thereby guaranteeing permanent
nondiscriminatory treatment for products of Cuba rather than applying the annua waiver procedure
provided under that title (unless other existing law was invoked).

15 The Commission may express an opinion concerning the HTS classification of a product to facilitate the Committee's
consideration of the bill, but the Commission also notes that, by law, the U.S. Customs Service is the only agency authorized to
issue a binding ruling on this question. The Commission believes that the U.S. Customs Service should be consulted prior to
enactment of the bill.



Executive Summary [from Report on Inv. No. 332-413, “The Economic Impact of U.S.
Sanctions with Respect to Cuba,” Pub. 3398 (Feb. 2001)]

On March 15, 2000, the Committee on Ways and Means, U.S. House of Representatives (the Committee),
requestedthe U.S. Internationa Trade Commission (the Commission) to examine and report on the economic
impact of U.S. sanctions with respect to Cuba. The Committee requested that the Commission's report
provide:

P anoverview of U.S. sanctions with respect to Cubg;

P adescription of the Cuban economy, Cuban trade and investment policies, and trade and investment
trends,

P an anaysis of the historica impact of U.S. sanctions on both the U.S. and Cuban economies,
especialy on affected sectors and, to the extent possible, on U.S. exports, imports, employment,
consumers, and investment; and

P an evaluation of the current impact of U.S. sanctions on U.S.-Cuban bilateral trade, investment,

employment, and consumers, with particular attention to the effects on U.S. services, U.S.
agriculture, and other sectors for which the impact islikely to be significant.

The historical impact of U.S. sanctions with respect to Cuba on the U.S. and the Cuban economies is
assessed for the time period from 1960 through the 1996 implementation of Cuban Liberty and Democratic
Solidarity Act (CLDSA, also known asthe Helms-Burton Act), asthat act was the most recent change made
to U.S. sanctions with respect to Cuba prior to the ingtitution of this report.

The current impact of U.S. sanctions on the U.S. and the Cuban economies is assessed for the time period
after 1996. To assess this, the Commission analyzed the economic impact of what estimated U.S.-Cuban
bilateral trade and investment flows might have been in the absence of U.S. sanctions.

Baseline trade data used were Cuba's average annual trade with the world during 1996-98, the most recent
period for which such data were available. The Commission estimated expected U.S.-Cuban bilatera trade
and foreign exchange flows in the absence of U.S. sanctions using data obtained from an analyss of the
Cuban economy; factfinding travel in the United States and in Cuba by USITC gtaff; a public hearing on
September 19-20, 2000, and written submissions from the public; an informa telephone survey of over 200
U.S. companies and associations; a review of the relevant economic literature; and an econometric analysis.

The Commission has made no assumptionsin thisreport regarding any possible future policy changesin Cuba.
This report does not address trade in strictly military goods and services or trade in goods, services, and
technology subject to export controls relating to U.S. nationa security interests—all areas not traditionaly
monitored by the Commission.



Principal Findings

Historical and Current mpact on the U.S. Economy

P U.S. economic sanctions with respect to Cuba had a minimal overdl historical impact on the U.S.
economy. Despitetherelatively small size of its economy, Cubawas an important U.S. trade partner
in the 1950s. U.S.-Cuban economic relations deteriorated significantly before comprehensive U.S.
economic sanctions were implemented in reaction to political eventsin Cubain the late 1950s. With
most U.S. economic assetsin Cubaexpropriated by the Castro government during 1959-60, the U.S.
economic sanctions of October 1960 and comprehensive sanctions of February 1962 appear to have
caused few additional costsfor the U.S. economy. Even with massive economic assi stance from the
Soviet Union during 1960-89, Cubaremained asmall global market relative to other Latin American
countries.

P The Cuban Government signed itsfirst mgjor trade agreement with the Soviet Unionin 1960, and had
seized amost all U.S. property in Cuba before comprehensive U.S. economic sanctions were
imposed in 1962. Between 1960 and the late 1980s, Cuba's relatively closed economy relied
extensvely on economic assistance from, and long-term economic agreements with, the Soviet bloc
countries and China

P The Commission estimatesthat U.S. exports to Cubain the absence of sanctions, based on average
1996-98 trade data, would have been approximately $658 million to $1.0 billion annualy; this is
equivalent to about 17 to 27 percent of Cubastotal imports from the world, or less than 0.5 percent
of total U.S. exports (table ES-1). This estimate would increase margindly, to $684 million to $1.2
billion, if U.S. exports were to increase by the amount of estimated additional net foreign exchange
flowsfrom the United States to Cubafrom telecommunication services payments, travel and tourism
payments, and U.S. foreign direct investment.

P Estimated U.S. importsfrom Cubain the absence of sanctions, based on average 1996-98 trade data
and excluding sugar (U.S. sugar imports are government-regul ated), would have been approximately
$69 million to $146 million annudly; thisis equivalent to about 7 to 15 percent of total Cuban exports
to the world, or lessthan 0.5 percent of total U.S. imports (table ES-2).

Historical and Current I mpact on the Cuban Economy

P U.S. economic sanctions with respect to Cuba generally had a minimal overal historical impact on
the Cuban economy. Cuba adjusted quickly to U.S. economic sanctions through political and
economic the dliance with the Soviet bloc countries. Soviet economic assistance, which peaked at
nearly $6 billion annually in the 1980s, largely offset any adverse effects of U.S. sanctions and
enabled the Cuban economy to grow.

P Thelossof Soviet economic assi stance after 1990 caused a severe downturn in the Cuban economy,

bringing to the forefront longstanding inefficiencies in the Cuban economy. The loss of Soviet
assistance eventually forced Cuba to introduce economic reformsto attract foreign investment, and
selective economic liberalization to stimulate domestic production.

P Despite the close geographic proximity that would appear to make the United States and Cuba
natural trading partners, bilateral economic relations in the absence of sanctions could be limited for



several reasons. For example, production constraints limit Cuba's near-term export potential; foreign
exchange constraints limit Cuba's import purchasing power; and Cubas investment regime remains
restrictive. Cuba also tends to select its trade and investment partners based on political
considerations—the desire to maintain economic ties with existing partners and to avoid becoming
economically dependent on a single country—rather than economic cost factors. Productivity
congtraints likely would limit Cubas near term ability to increase production of its main export
products—Cuba would have to reduce salesto other countriesin order to export to the United States.
Smilarly, Cuba's lack of foreign exchange would mean that Cuban imports of U.S. goods most likely
would displace imports of similar goods from other countries.

P The Cuban Government estimates that the cumulative cost of U.S. economic sanctions on the Cuban
economy was $67 billion through 1998, including such costs as reduced trade and tourism, higher
shipping costs, inability to procure spare parts, frozen bank accounts, foreign debt problems, and
emigration of skilled workers. That estimate does not factor in the cumulative value of Soviet bloc
economic assistance provided since 1960.

Impact of Sanctions on U.S. and Cuban Economic Sectors

Services

P Air transportation. U.S. economic sanctions had a smal but measurable adverse historical impact
on U.S. airline revenue and employment. Industry sources estimate that annual revenues from
regularly-scheduled passenger service to Cuba in the absence of sanctions would account for no
more than 1 percent of total passenger revenues of U.S. airlines. U.S. airports estimate that they
would benefit from increased revenues if U.S. airlines were able to provide regularly-scheduled
service to Cuba. Cuban Government officials reported that U.S. economic sanctions have resulted
in higher costs for U.S.-manufactured aircraft components. Cuba has renovated its largest airports
with the help of foreign investment; those airports probably would benefit from increased revenue
and employment as a result of the operation of regularly scheduled flights to and from the United
States in the absence of sanctions.

P Maritime transportation. Sanctions had an adverse historical impact on several U.S. seaports. The
port of New Orleanstook nearly 10 yearsto replace the volume of cargo that it had shipped to Cuba.
Florida ports, including the Port of Jacksonville and Port Everglades, aso reported a similar adverse
impact. U.S. ports, shipping lines, and cruise lines most probably would benefit in the absence of
sanctions, and additional U.S. longshoremen jobswould be created. Cuban officialsreported that U.S.
sanctions, by restricting the operation of U.S.- and foreign-flag vessels with respect to Cuba, have
increased Cuba's shipping costs and deterred vessals of foreign shipping linesfrom docking in Cuban
ports. Cuba’s ports and merchant fleet also would probably benefit from increased shipping in the
absence of sanctions.

P Banking and insurance. Sanctions did not have a significant direct historical impact on U.S.
financial services firms because Cuba had expropriated them before sanctions were imposed. Cuba
isasmal market for financial services, and U.S. financia services firms most probably would not
make significant investments in Cuba in the absence of sanctions because of Cuban restrictions on
foreign investment. Cuban banks and insurance firms are unlikely to be significantly affectedin the
absence of U.S. sanctions.
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Construction. The U.S. construction servicesindustry participated in awide range of infrastructure
projectsin Cubajprior to theimposition of sanctions. After sanctionswereimposed, U.S. construction
firms were replaced by Soviet and, more recently, Canadian and European firms. The historica
impact of the sanctions on the U.S. industry was small, given the small size of the Cuban economy,
limited business opportunitiesin Cuba, and dternative opportunitieselsewherein Latin America. U.S.
industry sources report that their concerns about Cuba's ability to finance major construction projects
make it unlikely that the United States would become asignificant exporter of such servicesto Cuba
in the absence of sanctions.

Telecommunications. The United States never completely severed telecommunications links with
Cuba, and asmall number of U.S. companies currently provide certain telecommunications services
to Cuba. U.S. sanctionsreportedly have had alarge negative effect on the Cuban telecommunication
industry, which functions with an antiquated and poorly maintained domestic infrastructure. U.S.
telecommunications providers most probably would attempt to increase their participation in the
Cubanmarket if U.S. sanctionswere removed, athough market opportunities may be limited because
telecommunications providers of other countries aready have made significant inroads in the Cuban
market. A Cuban-Italian joint venture company has a 12-year exclusive agreement to provide basic
telecommunication servicesin Cuba. Another Cuban joint venture company with Canadian investors
has a 20-year exclusive agreement to provide analog and digital cellular service to Cuba

Tourism Sanctions had aminimal direct historical impact on the U.S. tourism industry because U.S.
properties were expropriated before sanctions wereimposed and Cuba's tourism sector suffered due
to adeclining number of U.S. visitorsin the late 1950s. Cubagave alow priority to the tourism sector
between 1960 and the early 1980s. Since the late 1980s, however, the Cuban Government has
targeted tourism as a priority sector for its ability to generate foreign exchange. U.S. sanctions
prevent U.S. investors from participating in the joint venture arrangements Cuba has awarded to
European, Canadian, and Caribbean partners. U.S. industry sources estimate that 1 million U.S.
tourists annually could visit Cuba in the absence of sanctions, which could benefit U.S. tourism
service providersif they are able to enter the Cuban market.

Agriculture

P

P

Meat and dairy. Sanctions had a small historical impact on the U.S. livestock and dairy sectors. It
is estimated that U.S. exports of beef, pork, and poultry to Cuba in the absence of sanctions would
have totaled $62 million to $76 million annually (or 1 percent of total U.S. meat exports), based on
average 1996-98 trade data. In addition, estimated U.S. exports of dairy products to Cuba, in the
absence of sanctions, would have totaled $4 million to $12 million annudly (or 1 to 3 percent of total
U.S. dairy exports). Sanctions had a small historical impact on Cubas meat and dairy sectors
because Cuba was able to find other suppliers, but at somewnhat higher prices. Cuban production is
not competitive internationally, and would make only small gainsin the absence of sanctions.

Wheat. Prior to the imposition of sanctions, the United States supplied most Cuban wheat imports.
However, owing to the small share of U.S. exports going to Cuba and the ability of U.S. exporters
to find alternative markets, the overal historical impact of sanctions on the U.S. whesat industry was
small. In the absence of sanctions, U.S. exporters would be able to take market share away from
current suppliers to the Cuban market (e.g., France, Argentina, and Canada), and thus the current
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impact of sanctions on the U.S. wheat industry is fairly significant. It is estimated that U.S. whesat
exports to Cuba in the absence of sanctions would total $34 million to $52 million annually,
representing 40 to 60 percent of Cuban wheat importsin the short term. This change would increase
U.S. exports by 1 percent of the value of 1996-98 U.S. wheat exports.

Rice. During 1955-58, Cuba was the leading market for U.S. rice exports (purchasing about 25
percent of U.S. rice exports). Thus, historically the loss of the Cuban market had a significant impact
onthe U.S. rice industry, although over time U.S. exporters were able to ship to other countries, but
frequently only with official U.S. export assistance. The current impact of sanctionson the U.S. rice
industry is significant, indicating that U.S. exporters would be highly competitive with current
suppliers (Thailand, China, and Vietnam) to the Cuban market in the absence of sanctions. In the
absence of sanctions, it is estimated that U.S. exports of rice to Cubawould total $40 million to $59
million annually, based on average 1996-98 trade data, representing 40 to 60 percent of Cuban rice
imports in the short term, mostly at the expense of Thailand. This change would increase exports by
4 to 6 percent of the value of 1996-98 U.S. rice exports.

Feedgrains. U.S. sanctionshad aminimal effect on U.S. feedgrain production and export levelsand
posed few problems for the U.S. corn and feedgrain industry. Prior to the implementation of U.S.
economic sanctions, Cuba's grain-fed livestock sector was rather small, and the United States
supplied Cuba with negligible amounts of corn and feed grain. In the absence of sanctions, the U.S.
feedgrain indudtry is likely to be highly competitive in the Cuban market, particularly in corn and
sorghum. In the absence of sanctions, it is estimated, based on 1996-98 annual average trade data,
that U.S. exports of feedgrain to Cuba would total $9 million to $10 million annually (less than 0.5
percent of total U.S. feedgrain exports), representing 90 to 100 percent of Cuban feedgrain imports.

Animal feed. Although Cuba was a leading market for certain U.S. feed exports, the historical
impact of sanctions on the U.S. animal feed industry has been small. Since the imposition of
sanctions, the United States found other markets for animal feed, particularly Japan, Canada, and the
EU. The current impact of sanctionsisto deny U.S. exporters access to a growing Cuban market
for animal feed ingredients (particularly vegetable meals and oilseed meals) that resulted from the
significant expansion in the Cuban hog sector. In the absence of sanctions, it is estimated that U.S.
exports of animal feed to Cuba would total $42 million to $48 million annualy (or 1 percent of total
U.S. animal feed exports), based on average 1996-98 trade data, representing 80 to 90 percent of
Cuban animal feed imports.

Fatsand oils. Prior to the sanctions, the United States supplied most Cuban imports of fats and oils.
Thus the historical impact of sanctions was significant initidly for the U.S. fats and oils industry,
particularly for the anima fats industry. However, over time U.S. exporters were able to find
aternative markets. In the absence of sanctions, the U.S. fats and oilsindustry standsto export lard,
tallow, and vegetable oil to Cuba, taking a substantial share of Cuban imports away from competing
countries such as Argentina and Brazil. In the absence of sanctions, it is estimated that U.S. exports
of fats and oils to Cubawould tota $29 million to $33 million annually (or 1 percent of total U.S. fats
and oils exports), representing 80 to 90 percent of Cuban fats and oils imports.

Dry beans. Overall the historical impact of sanctions on the U.S. dry bean industry has been small.

Although the loss of the Cuban market initidly posed asignificant problem for theindustry, over time
exporterswere ableto ship to other countries. In the absence of sanctions, the U.S. dry bean industry
would probably export black beans, pinto beans, and white beans to Cuba, reducing market share of
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Canada, China, and Audgtrdia. It is estimated that U.S. exports of dry beansto Cubain the absence
of sanctions would tota $13 million to $26 million annualy (or 4 to 8 percent of total U.S. dry bean
exports), or gpproximately 20 to 40 percent of Cuban dry bean imports.

Cotton. Sanctions had a small overal historical impact on U.S. cotton production and exports. Close
geographic proximity makes U.S. cotton producers natura suppliersfor the Cuban market, and U.S.
producers could satisfy al of Cubas cotton demand without difficulty. Sanctions prevented U.S.
cotton exportsto Cubaas the Cuban textile and clothing industries expanded in the 1960s through the
1980s. It is estimated that U.S. exports of cotton to Cuba in the absence of sanctions would have
been $6 million to $8 million annually (less than 0.5 percent of total U.S. cotton exports), based on
average 1996-98 trade data, or approximately 50 to 70 percent of Cuban cotton imports.

Winter vegetables. U.S. sanctions initially benefitted the U.S. winter vegetables industry, which is
concentrated in Florida. That benefit disspated over time, however, as imports from Mexico and
other countries increased. The U.S. industry most probably would receive a small benefit in the
absence of sanctions, as Cuba probably would import fresh vegetables from the United States to
supply its growing tourism sector (valued at $250,000 to $500,000 annudly, or less than 0.5 percent
of total U.S. winter vegetable exports). Sanctions had little historical impact on Cuban production and
consumption of winter vegetables. Cuban production could increase as a result of U.S. investment
and accessto U.S. technology in the absence of sanctions. Current Cuban output and export potential
is constrained by alack of foreign exchange to obtain inputs such as fertilizer and pesticides. Inthe
longer term the U.S. industry most probably would be adversaly affected in the absence of sanctions
as Cuba becomes better positioned to take full advantage of its available land and low-cost labor. It
is estimated that U.S. imports of fresh winter vegetables from Cubawould total $30,000 to $60,000
annudly inthe short term in the absence of sanctions, based on average 1996-98 trade data (lessthan
0.5 percent of total U.S. imports of winter vegetables).

Tropical fruit. The United States was Cuba's primary export market for tropical fruitsin the 1950s.
Sanctions generaly had apositive historical impact on the U.S. economy as growerswho immigrated
from Cuba during the early 1960s set up operations in southern Florida, effectively establishing the
U.S. industry. Sanctions had aminimal historical impact on Cuba, which shifted exportsto the Soviet
Union. Current Cuban output and export potential is constrained by a lack of foreign exchange for
inputs such asfertilizer and pesticides. The United States most probably would benefit in the absence
of sanctions, as Cuba probably would import U.S. tropica fruit to supply its tourism sector, valued
at $40,000 to $72,000 annually (less than 0.5 percent of total U.S. tropical fruit exports). However,
in the longer run the U.S. industry probably would be adversely affected in the absence of sanctions
as Cuba becomes better positioned to take fuller advantage of its resource endowments with respect
to available land and low-cost labor. It is estimated that U.S. imports of tropical fruit from Cuba
would total $90,000 to $180,000 annually in the short term in the absence of sanctions, based on
average 1996-98 trade data (Iess than 0.5 percent of total U.S. tropical fruit imports).

Citrus fruit. Cuba is an important grower and exporter of citrus products. Sanctions reportedly
benefitted the U.S. citrus industry by restricting competition from Cuban citrus—mainly fresh
grapefruit, orange juice, grapefruit juice, and limes. U.S. consumers and the U.S. citrus industry
probably would be affected in the absence of U.S. sanctions with respect to Cuba. It is likely that
Florida grapefruit producerswould face the potential of an influx of Cuban grapefruits several weeks
prior to the start of the Florida season, which would probably lead to lower U.S. prices. The full
impact for fresh citrus would take severa yearsto devel op because Cuban fruit would have to meet
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strict U.S. phytosanitary standards, and the Cuban industry would need investment capital and time
to reach its full potential. Severa foreign investors aready are working to expand Cuba's citrus
export industry. It is estimated that U.S. imports of citrus fruit from Cuba would total between $9
million and $23 million annudly in the absence of sanctions (or 2 to 6 percent of total U.S. imports
of citrus fruit), based on average 1996-98 trade data.

Sugar. Sugar is Cubas most important agricultura export. In 1959, Cuba exported 2.9 million metric
tons of sugar to the United States, received 72 percent of the U.S. import quota for sugar, and
supplied 35 percent of the total U.S. sugar imports. The historical impact of the U.S. sanctions was
minimal because both the United States and Cuba adjusted quickly—the United States allocated
Cuba's sugar quotato other Latin American and Caribbean countries, while Cuba sold the bulk of its
sugar to the Soviet bloc countries. In the absence of sanctions, Cuba's status with respect to the U.S.
sugar program would be uncertain. If Cuba were included in the current tariff-rate quota (TRQ)
regime, Cuba's access is not likely to be on the scale to which Cuba was accustomed before the
sanctions. If Cubawere not included in the current TRQ regime, Cuban sugar exportsto the United
States would be zero and would therefore have no impact on the U.S. sugar industry. Aswith sugar
from any other non-quota-hol ding country, Cuban sugar would be dutiable at the over-quotatariff rate
for raw sugar of 242 percent ad valorem equivaent, which given current world market prices is
prohibitive.

Distilled spirits. Cuba was the second largest supplier of rum to the United States after Jamaica
prior to theimposition of U.S. sanctions. After sanctions wereimposed, shipments from Jamaicaand
other sources quickly increased to offset the loss of Cuban shipments. The historical impact of
sanctions on U.S. consumers was small in terms of availability of supply and prices. U.S. economic
sanctions had asevere adverse impact on the Cuban distilled spiritsindustry. Sanctions caused Cuba
to lose its largest rum export market, exacerbating other problems in the Cuban industry caused by
the emigration of several Cuban company owners after the Castro government came to power that
left avoid in marketing knowledge, technical expertise, and capital in Cuba. It is estimated that U.S.
imports of digtilled spirits from Cubawould tota $15 million to $25 million annualy (or 1 percent of
total U.S. imports of digtilled spirits) in the absence of sanctions, based on average 1996-98 trade
data.

Cigars. Prior to theimposition of sanctions, Cuba was nearly the exclusive foreign supplier of cigar
tobacco. Sanctions forced the U.S. industry into amajor and costly restructuring program, and U.S.
cigar companies were forced to develop aternative supply sources. The historical impact on the
Cuban industry was small as Cuba was able to find aternative markets, principally in Europe. It is
estimated that U.S. imports of cigars from Cuba in the absence of sanctions could total $15 million
to $30 million annualy (or 5 to 10 percent of total U.S. imports of cigars), based on average 1996-98
trade data.

Seafood. Sanctions caused no measurable effects on U.S. seafood exporters because Cubawas a
smal U.S. seafood trading partner. Sanctions had a significant negative impact on U.S. demand for
Cuban seafood exports. The loss of the U.S. market forced Cuba to find new export markets such
as Spain, France, and Japan which, because of their distance, raised Cuban transportation costs. It
is estimated that U.S. seafood exports to Cuba in the absence of sanctions would total $1 million to
$2million annualy (lessthan 0.5 percent of total U.S. exports of seafood), based on average 1996-98
trade data, most of which would be destined for Cuba's tourism sector. U.S. imports of Cuban

14



seafood would tota $5 million to $11 million annually (less than 0.5 percent of total U.S. seafood
imports), increasing competition primarily for the Florida fish industry.

Intermediate and M anufactured Goods

P

Fertilizersand pesticides. The historical impact of sanctionswas small because, athough Cubawas
a small but important outlet for U.S. fertilizers and pesticide products at the time sanctions were
imposed, U.S. exporters were able to find aternative markets for their products relatively quickly.
The current impact of sanctionsonthe U.S. fertilizer and pesticide industriesis small but measurable.
It is estimated that the U.S. fertilizer exports to Cuba in the absence of sanctions would total $8
million to $15 million annually (less than 0.5 percent of total U.S. fertilizer exports), or 10 to 20
percent of Cuba's total imports. If Cuban agricultural production were to increase, Cuban demand
for pesticide products, including imports from U.S. companies, probably would increase. In the
absence of sanctions, U.S. exports of pegticide products would be small, a most $4 million in the
short term.

Pharmaceuticals. Sanctions had a minima historical impact on the U.S. pharmaceuticals industry
given the small size of the Cuban market and access to alternative suppliers. In the absence of
sanctions, U.S. pharmaceutical exports would probably be small (zero to $1 million). Onerous
licensing restrictions and health and safety regulations of the Cuban government most probably would
impede some U.S. exports. Although Cuba had access to pharmaceutical products from other
countries, U.S. sanctions provided an impetus for Cuba to develop an indigenous biotechnology
industry.

Textiles and apparel. Sanctions generaly had a minimal historical impact on the U.S. textiles and
appard industry, which found aternate markets for their products. It is estimated that U.S. exports
of textilesand appardl to Cubain the absence of sanctionswould total $6 millionto $9 million annualy
(less than 0.5 percent of total U.S. textile and apparel exports) in the absence of sanctions, based on
average 1996-98 trade data. U.S. companies reportedly might consider establishing sewing
operations in Cubabecause of its proximity to the United States, skilled and educated workforce, and
low labor wage rates. Sanctions initially impeded the operations of the Cuban textiles and apparel
industry by eliminating a key source of raw and intermediate materials and machinery. The Cuban
industry was aided by Soviet assistance through the 1980s, however, Cuban textile production has
declined substantially since the loss of Soviet assistance.

Seel. The historica impact of sanctions on the U.S. stedl industry was small, as U.S. producers
quickly found aternate markets for their products. In the absence of sanctions, U.S. exports of steel
products to Cuba most probably would be small. Sanctions had little, if any, impact on Cuba because
steel isreadily available on world markets. Cuba has developed a small stedl industry with a product
line limited to commodity-type long products, primarily concrete reinforcing bar, and exports about
60 percent to 80 percent of its production, primarily to the Caribbean and Centra America. In the
absence of sanctions, it is estimated that U.S. imports of sted products from Cuba would total no
more than about $11 million annually (less than 0.5 percent of total U.S. imports of sted!).

Nickel and cobalt. The United States produces no primary nickel and cobalt, while Cuba is one of
the world's mgor nickel and cobalt regions in terms of proven reserves. The historical impact of
sanctions has been higher prices paid by U.S. consumers who must purchase nickel-containing
products, such as stainless steel and nickel aloy products, from more distant suppliers such as
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Norway, Audtralia, and Russia, and cobalt products from Norway, Finland, Zambia, and Congo.
Sanctions prohibit U.S. imports of Cuban-origin nickel from countries such as Canada that process
it. Inthe absence of sanctions, itislikely that the United States would import Cuban-origin nickel and
cobalt products from Canada (valued at between $55 million and $71 million annually).

Machinery and transportation equipment. The historical impact of sanctions on U.S. industries
was minimal, asaternate marketswere easily located. It isestimated that U.S. exports of machinery
in the absence of sanctions would total $120 million to $154 million annualy (lessthan 0.5 percent of
total U.S. machinery exports), based on average 1996-98 trade data. U.S. exports of U.S.
trangportation equipment would probably total $43 million to $55 million annually (lessthan 0.5 percent
of total U.S. transportation equipment exports). The historical impact of sanctions on Cuba was
sgnificant, particularly during the 1960s, as Cuba was denied accessto U.S. spare and replacement
parts. Cuba eventually replaced and added machinery and transportation equipment, first from the
Soviet bloc countries and later from Europe and Japan.

Power generation machinery. Sanctions had a minimal historical impact on U.S. producers, who
were able to find alternate markets for their products. In the absence of U.S. sanctions, exports of
U.S.-made power generation machinery most likely would be small because of U.S. industry
concerns about the Cuban regulatory environment. The historical impact of sanctions on Cubawas
minimal, as the Soviet bloc countries provided Cuba with subsidized oil and technical and financia
assistance. Most of Cuba's power generation capability relies on old, inefficient facilitiesin need of
upgrading, and a small number of joint venture projects with foreign investors are underway.
However, the current Cuban regulatory environment would remain an obstacle to significant U.S.
participation even in the absence of U.S. sanctions.

Electronics goods. Sanctions had little historical impact on U.S. electronics goods companies
because Cuba was a small market and alternative customers were quickly located. It is estimated
that U.S. exports of electronics goods to Cuba in the absence of sanctions would be less than $20
million annually (less than 0.5 percent of total U.S. electronics goods exports), based on average
1996-98 trade data. Sanctions prevented Cuba from purchasing equipment compatible with U.S.
equipment installed prior to 1960, and have limited Cuba's access to the latest technologies. This has
been asignificant problem in the area of telecommuni cations equipment. Cuba has developed limited
production capabilities that would pose no competitive threat to U.S. firms in the absence of
sanctions.

Medical equipment. The historical impact of sanctionson U.S. sales and employment was minimal
because Cuba was a small market for U.S. medical goods. Some U.S. firms that already export to
Latin American countries report that they would probably export small amounts to Cuba in the
absence of sanctions. It is estimated that U.S. exports of medical equipment to Cubain the absence
of sanctions would total $6 million to $8 million annudly (less than 0.5 percent of total U.S. medical
equipment exports), based on average 1996-98 trade data. Sanctions generaly had a small impact
on Cuba, which was forced to obtain medica equipment from the Soviet bloc countries, Europe, and
Asia, athough Cubamay havefaced higher prices and aless competitive marketpl ace without access
to U.S. products.

Cement. Sanctionslimited U.S. accessto nearby cement supplies, and forced U.S. consumersto pay

somewhat higher prices as imports were obtained from more distant suppliers in Europe and Asa
Sanctions had no measurable historical impact on Cuba. In the absence of sanctions, it is estimated

16



that 75 to 95 percent of Cuban cement exports would be directed to the U.S. market, equivaent to
$19 million to $24 million annualy (or 2 to 3 percent of total U.S. cement imports), based on average
1996-98 trade data. Given the high transportation costs associated with cement trade, most of the
impacts would be felt in U.S. southern states.

Plastics. Sanctions had a minimal impact on the U.S. plastics industry. It is estimated that the U.S.
plastics industry could supply as much as 10 percent of Cuban imports in the absence of sanctions,
equivaent to about $4 million annualy (less than 0.5 percent of total U.S. plastics exports) based on
average 1996-98 trade data. Although there was a small plagtics industry in Cuba prior to 1958, the
development of that industry continues to be impeded by Cuba's lack of access to modern
technologies and limited access to chemical feedstocks derived from petroleum.

Tires. Sanctions had a small impact on the U.S. tire industry as manufacturers were able to find
aternative markets for their products in Latin America and Asia. It is estimated that U.S. exports
of tires to Cuba in the absence of sanctions would total $21 million to $25 million annualy (or 1
percent of total U.S. tire exports), based on average 1996-98 trade data. Sanctions had a small
historical impact on Cuba and do not appear to have significantly affected the Cuban tire industry.

Sporting goods. Sanctions had no measurable impact on the U.S. sporting goodsindustry. Sanctions
denied potential Cuban customers access to high quality U.S.-made sporting goods, forcing Cubato
import certain types of high-end sporting goods from Europe. It is estimated that U.S. exports of
high-end, premium quality sporting goods (for top-level Cuban athletic teams, particularly those
involved in international competition) would probably total $1 million to $2 million annudly in the
absence of sanctions (less than 0.5 percent of total U.S. sporting goods exports), based on average
1996-98 trade data. Cuban sporting goods would not likely be competitive in the U.S. market without
sgnificant foreign investment.
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TableES-1
Edgimated annual U.S. exportsto Cuba in the absence of U.S. sanctions (based on

average 1996-98 trade data)

Estimate of
Cuban share
Cuban im- Estimate of Estimate of total U.S.
portsfrom the U.S. share of U.S. exports,
world, of Cuban exportsto 1996-98
Sector 1996-98 imports Cuba average
average
Million dollars Percent Million dollars Percent
Selected agricultural products
_Meat 95 65-80 62-76 1
Dairy 82 5-15 4-12 1-3
Wheat 86 40-60 34-52 1
Rice 99 40-60 40-59 4-6
Feedgrains 10 90-100 9-10 (@]
Animal feed 53 80-90 42- 1
Fats and dils 37 80-90 29-33 1
Dry beans 64 20-40 13-26 4-8
Cotton 12 50-70 6-8 [@)
Winter vegetables 2 A s &)
Tropica fruit A (@) () A
Seafood 21 5.10 1.2 (1)
Total* ) 559 43-58 241-327 1
Selected inter mediate and manufactured goods
Fertilizer 75 10-20 8-15 (@]
Pesticide 41 0-10 0-4 )
Pharmaceuticals 26 0-5 0-1 1
Textiles and apparel 60 10-15 6-9
Sted 121 (@] ° (@]
Machinery 342 35-45 120-154 (@]
Transportation eguipment 123 35-45 43-55 (@]
Power generation machinery 78 0 0O A
Electronics goods 169 0-10 0-17 (@]
Medical equipment 12 50-70 6-8 L
astics 42 0-10 04
_Tires 33 65-75 21-2 1
Sporting goods [ 20-30 1.2 63
Total® 1127 1828 204.294 (1)
Other products® 2129 10-20 213426 E
—trand it 3318 1727 6581047 o
! Less than 0.5 percent. 2Not available.
3 Less than $500,000.

4 Represents over 90 percent of total Cuban imports of agricultural products.
5 Represents about one third of total Cuban imports of intermediate and manufactured goods.
6“QOther products’ consist of miscellaneous imports of Cuba, mostly of intermediate and
manufactured goods, for which the Commission has not made separate determinations of potential
U.S. exports. These include, but are not limited to, miscellaneous edible products; cork and wood,
and products made therefrom; miscellaneous textile fibers; coal; petroleum and petroleum products;
natural gas, organic and inorganic chemicals; dyes and paints; perfumes and cosmetics; herbicides,
rubber products other than tires, paper and cardboard; stone, clay, and glass; non-ferrous metals;
manufactured metal products; construction materials and fixtures; furniture; travel goods; footwear;
professional instruments other than medical equipment; watches and clocks; and other
miscellaneous manufactures.

Source: 1996-98 average annual base value of Cuban trade data from various sources (see appendix G).

Estimated U.S. share of Cuban trade and estimated U.S.—Cuban trade data are derived from USITC

estimates and the USITC gravity model.
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TenleES2

Estimated annual U.S. importsfrom Cubain the absence of U.S. sanctions (based on average

1996-98 trade data)
_ Estimate of
Cuban share
Cuban exports of total
to the world, Estimate of Estimate of U.S. imports,
Sector 1996-98 U.S. share of U.S. imports 1996-98
average Cuban exports from Cuba average
Million dollars Percent  Million dollars Perrcent
Selected agricultural products
Winter vegetables ® 45-90 ® ®
Tropica fruit ® 25-45 ® ®
Citrus fruit 46 20-50 9-23 2-6
Sugar 860 @ ¢ ¢
Distilled spirits 100 15-25 15-25 1
Cigars 99 15-30 15-30 5-10
Seafood 109 5-10 5-11 ®
Total* 1,214 513-25 545-89 ®
Selected inter mediate and manufactur ed goods
Pharmaceuticas 36 0-5 0-2 ®
Textilesand apparel 5 10-15 0-1 ®
Stedl 44 0-25 0-11 ®
Nickel and cobalt 391 0 0 ®
Cement 25 75-95 19-24 2-3
Total® 501 4-7 19-37 ®
Other products’ 101 5-20 5-20 ®
Grand total 1,817 57-15 569-146 ®
! Less than $500,000.

2 Less than 0.5 percent.
3 Not available.

4 Represents over 95 percent of total Cuban exports of agricultural products.

5 Estimate excludes sugar.

5 Represents over 85 percent of total Cuban exports of intermediate and manufactured goods.
7 “Other products” consist of miscellaneous exports of Cuba for which the Commission has not made

separate determinations of potential U.S. imports. These include, but are not limited to, coffee; tobacco
products other than cigars; miscellaneous chemical products; non-ferrous metals; manufactured metal

products; miscellaneous machinery; travel goods; and other miscellaneous manufactures.

Note.—Totals may not add due to rounding.

Sources: 1996-98 average annual base value of Cuban trade data from various sources (see appendix G).
Estimated U.S. share of Cuban trade and estimated U.S.—Cuban trade data are derived from USITC

estimates and the USITC gravity model.
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APPENDIX A
TARIFF AND TRADE AGREEMENT TERMS

In the Harmonized Tariff Schedule of the United States (HTS), chapters 1 through 97 cover al goods in trade and
incorporate in the tariff nomenclature the internationally adopted Harmonized Commodity Description and Coding
System through the 6-digit level of product description. Subordinate 8-digit product subdivisions, either enacted by
Congress or proclaimed by the President, allow more narrowly applicable duty rates; 10-digit administrative statistical
reporting numbers provide data of national interest. Chapters 98 and 99 contain speciad U.S. classifications and
temporary rate provisions, respectively. The HTSreplaced the Tariff Schedules of the United States (TSUS) effective
January 1, 1989.

Duty rates in the genera subcolumn of HTS column 1 are normal trade relations rates, many of which have been
eliminated or are being reduced as concessions resulting from the Uruguay Round of Multilateral Trade Negotiations.
Column 1-genera duty rates apply to al countries except those listed in HTS generd note 3(b) (Afghanistan, Cuba,
Laos, North Korea, and Vietnam) plus Serbia and Montenegro, which are subject to the statutory rates set forth in
column 2. Specified goods from designated genera-rate countries may be eigible for reduced rates of duty or for
duty-free entry under one or more preferentia tariff programs. Such tariff treatment is set forth in the special
subcolumn of HTS rate of duty column 1 or in the genera notes. If digibility for specia tariff rates is not claimed or
established, goods are dutiable at column 1-genera rates. The HTS does not enumerate those countries as to which
atota or partial embargo has been declared.

The Generalized System of Preferences (GSP) affords nonreciprocal tariff preferencesto developing countriesto aid
their economic development and to diversify and expand their production and exports. The U.S. GSP, enacted in title
V of the Trade Act of 1974 for 10 years and extended severa times thereafter, applies to merchandise imported on or
after January 1, 1976 and before the close of September 30, 2001. Indicated by the symbol "A", "A*", or "A+" in the
special subcolumn, the GSP provides duty-free entry to eligible articles the product of and imported directly from
designated beneficiary developing countries, as set forth in general note 4 to the HTS.

The Caribbean Basin Economic Recovery Act (CBERA) affords nonreciproca tariff preferences to developing
countries in the Caribbean Basin area to aid their economic development and to diversify and expand their production
and exports. The CBERA, enacted in title |1 of Public Law 98-67, implemented by Presidential Proclamation 5133 of
November 30, 1983, and amended by the Customs and Trade Act of 1990, appliesto merchandise entered, or withdrawn
from warehouse for consumption, on or after January 1, 1984. Indicated by the symbol "E" or "E*" in the special
subcolumn, the CBERA provides duty-free entry to eligible articles, and reduced-duty treatment to certain other articles,
which are the product of and imported directly from designated countries, as set forth in general note 7 to the HTS.

Free rates of duty in the specia subcolumn followed by the symbol "IL" are applicable to products of Isragl under the
United States-Israel Free Trade Area Implementation Act of 1985 (IFTA), as provided in genera note 8 to the HTS.

Preferential nonreciprocal duty-free or reduced-duty treatment in the special subcolumn followed by the symbol "J' or
"J" in parentheses is afforded to digible articles the product of designated beneficiary countries under the Andean
Trade Preference Act (ATPA), enacted astitle ! of Public Law 102-182 and implemented by Presidential Proclamation
6455 of July 2, 1992 (effective July 22, 1992), as set forth in generd note 11 to the HTS.

Preferential free rates of duty in the specia subcolumn followed by the symbol "CA" are applicable to eligible goods of
Canada, and rates followed by the symbol "M X" are applicable to eligible goods of Mexico, under the North American



Free Trade Agreement, as provided in genera note 12 to the HTS and implemented effective January 1, 1994 by
Presidential Proclamation 6641 of December 15, 1993. Goods must originateinthe NAFTA region under rules set forth
in general note 12(t) and meet other requirements of the note and applicable regulations.

Other specid tariff trestment applies to particular products of insular possessions (genera note 3(8)(iv)), products of
the West Bank and Gaza Strip (general note 3(a)(v)), goods covered by the Automotive Products Trade Act (APTA)
(genera note 5) and the Agreement on Trade in Civil Aircraft (ATCA) (genera note 6), articlesimported from freely
associated states (general note 10), pharmaceutical products (general note 13), and intermediate chemicals for dyes
(genera note 14).

The General Agreement on Tariffs and Trade 1994 (GATT 1994), pursuant to the Agreement Establishing the World
Trade Organization, is based upon the earlier GATT 1947 (61 Stat. (pt. 5) A58; 8 UST (pt. 2) 1786) as the primary
multilateral system of disciplinesand principles governing internationd trade. Signatories obligations under both the 1994
and 1947 agreements focus upon most-favored-nation treatment, the maintenance of scheduled concession rates of duty,
and national treatment for imported products; the GATT also provides the legal framework for customs valuation
standards, "escape clause" (emergency) actions, antidumping and countervailing duties, dispute settlement, and other
measures. The results of the Uruguay Round of multilateral tariff negotiations are set forth by way of separate
schedules of concessions for each participating contracting party, with the U.S. schedule designated as Schedule XX.
Pursuant to the Agreement on Textiles and Clothing (ATC) of the GATT 1994, member countries are phasing out
restrictions on imports under the prior "Arrangement Regarding Internationa Tradein Textiles' (known asthe Multifiber
Arrangement (MFA)). Under the MFA, which was adeparture from GATT 1947 provisions, importing and exporting
countries negotiated bilateral agreements limiting textile and apparel shipments, and importing countries could take
unilateral action in the albsence or violation of an agreement. Quantitative limits had been established onimported textiles
and apparel of cotton, other vegetable fibers, wool, man-madefibers or silk blendsin an effort to prevent or limit market
disruption in theimporting countries. The ATC establishes notification and safeguard procedures, along with other rules
concerning the customs trestment of textile and apparel shipments, and calls for the eventual complete integration of
this sector into the GATT 1994 over aten-year period, or by Jan. 1, 2005.
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APPENDIX B

SELECTED PORTIONS OF THE
HARMONIZED TARIFF SCHEDULE OF THE UNITED STATES

[Note: Appendix may not be included in the electronic version of this memorandum.]



APPENDIX C
STATEMENTS SUBMITTED BY THE PROPONENTS

[Note: Appendix C may not be included in the electronic version of this memorandum posted on the
Commission’s web site if an electronic copy of the statement was not received by the Commission. ]



APPENDIX D
STATEMENTS SUBMITTED BY OTHER FIRMS/ORGANIZATIONS

[Note: Appendix D may not be included in the electronic version of this memorandum posted on the
Commission’s web site if an electronic copy of the statement was not received by the Commission. ]
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To normalize trade relations with Cuba, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES

FEBRUARY 28, 2001
RANGEL (for himself, Mr. JEFFERSON, Mr. NEAL of Massachusetts, and
Mr. RAaMSTAD) introduced the following bill; which was referred to the
Committee on Ways and Means

A BILL

To normalize trade relations with Cuba, and for other
purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the “United States-Cuba
Trade Act of 20017,

SEC. 2. SENSE OF CONGRESS REGARDING TRADE WITH
CUBA.

(a) FINDINGS.

The Congress finds that—
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(1) with the end of the cold war and the col-
lapse of the Soviet Union, Cuba is no longer a threat
to the United States or the Western Hemisphere;

(2) the continuation of the embargo on trade
between the United States and Cuba that was de-
clared in February 1962 is counterproductive, add-
ing to the hardships of the Cuban people while mak-
ing the United States the scapegoat for the failures
of the Communist system;

(3) in the former Soviet Union, the Eastern
blo¢ countries, China, and Vietnam, the United
States is using economic, cultural, academic, and
scientific engagement to support its policy of pro-
moting democratic and human rights reforms;

(4) extension to Cuba of unconditional normal
trade relations treatment would assist Cuba in devel-
oping its economy based on free market principles
and becoming competitive in the global marketplace;

(5) the United States can best support demo-
cratic change and human rights in Cuba by pro-
moting trade and commerce, travel, communications,
and cultural, academic, and scientific exchanges;

(6) expanding bilateral trade relations is likely
to promote further progress in Cuba on human

rights and democratic rule and assist Cuba in adopt-
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1 ing regional and world trading rules and principles;
2 and

3 (7) Cuba was one of the founding members of
4 the General Agreement on Tariffs and Trade in
5 1947 and is an original member of the World Trade
6 Organization, and extension of unconditional normal
7 trade relations treatment to Cuba would enable the
8 United States to avail itself of all rights under the
9 World Trade Organization with respect to Cuba.
10 (b) SENSE OF CONGRESS.—It is the sense of the
11 Congress that—
12 (1) the United States should promote demo-
13 cratic change and economic reform by normalizing
14 trade relations with Cuba; and
15 (2) upon the enactment of this Act, it will no
16 longer be necessary for the United States to con-
17 tinue to use Article XXI of the GATT 1994 with re-
18 spect to Cuba, understanding that the President re-
19 tains full authority to invoke Article XXI of the
20 GATT 1994 and comparable provisions in other
21 Uruguay Round Agreements in the future in all ap-
22 propriate circumstances.
23 (¢) DEFINITIONS.—In this section, the terms “GATT

24 19947 and “Uruguay Round Agreements” have the mean-
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ings given those terms in section 2 of the Uruguay Round
Agreements Act.
SEC. 3. EXTENSION OF NONDISCRIMINATORY TREATMENT
TO THE PRODUCTS OF CUBA.
(a) HARMONIZED TARIFF SCHEDULE AMEND-

MENTS.

General note 3(b) of the Harmonized Tariff
Schedule of the United States is amended—

(1) by striking “to section 401 of the Tariff
Classification Act of 1962,”; and

(2) by striking “Cuba’.

(b) REPEAL OF SECTION 401 OF THE TARIFF CLAS-
SIFICATION ACT OF 1962.—Section 401 of the Tariff
Classification Act of 1962 is repealed.

(¢) TERMINATION OF APPLICATION OF TITLE IV OF
THE TRADE AcT OF 1974 70 CUBA.—

(1)  EXTENSION OF  NONDISCRIMINATORY
TREATMENT.—Nondiscriminatory treatment (normal
trade relations treatment) shall apply to the prod-
ucts of Cuba.

(2) TERMINATION OF APPLICATION OF TITLE
v.—Title IV of the Trade Act of 1974 shall cease
to apply to Cuba.

(d) EFFECTIVE DATE.—This section, and the amend-
ments and repeal made by this section, shall apply with

respect to goods entered, or withdrawn from warehouse
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for consumption, on or after the 15th day after the date
of the enactment of this Act.
SEC. 4. REPORT TO CONGRESS.

The President shall submit to the Congress, not later
than 18 months after the date of the enactment of this
Act, a report on trade relations between the United States

and Cuba.
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